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I. INTRODUCTION

The Twenty-First Century is the beginning of a digital millennium where
technology permeates every aspect of life. Traditional notions of
technology and legal standing change daily. With recent attention drawn to
the impact of audio and visual copyright issues on the Internet, the legal
* J.D., University of Florida, Fredric G. Levin College of Law; B.A., Florida Atlantic
University. I would like to thank my family, Lani, Gizmo, Snake Eyes, the Pilots, the Duke, and
the Bandit for their inspiration, love, and support.
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community and the public often overlook the concept of trademarks in
relation to the Internet. A prime example of this fact is Internet-based
commerce and trademark infringement through the sale of grey market
goods.
Grey market goods are foreign manufactured goods registered under a
valid U.S. trademark that are legally purchased abroad and imported into
the United States without the consent of the valid U.S. trademark holder
or authorized distributor.' Unlike U.S. patent law,2 it is not illegal to bring
a trademarked item into the United States in many cases. Further, grey
market goods by their very definition display a trademark legally. The
problem arises when the grey market goods, which were supposed to be
sold exclusively outside of the United States, enter the United States and
compete with legitimate domestic trademarked goods.
Consequently, computers and the Internet have made it relatively easy
to buy and sell trademarked goods to a large consumer base across national

1. Ferrero U.S.A., Inc. v. Ozak Trading, Inc., 952 F.2d 44, 46 (3d Cir. 1991).
2. 35 U.S.C.A § 154 (a)(l) (2002) provides:
Every patent shall contain a short title of the invention and a grant to the
patentee, his heirs or assigns, of the right to exclude others from making, using,
offering for sale, or selling the invention throughout the United States, and, if the
invention is a process, of the right to exclude others from using, offering for sale
or selling throughout the United States, or importing into the United States,
products made by that process, referring to the specification for the particulars
thereof.
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lines. Internet sites such as eBay.com,3 Amazon.com, 4 and Yahoo.com s
create more possibilities for trademark infringement due to their respective
freedom of trade and sale. These web sites act as Internet auctioneers. 6
These web sites link up potential buyers and sellers who could be located
anywhere in the world. As Intemet-based sales of regular goods have
skyrocketed, so have sales over these auction web sites. As a result, some
critics argue that the Internet is indicative of the most extensive trademark
infringement in history. 7 Others note that similar claims have been made in
the past concerning other technologies.' Nevertheless, trademark law has
labored to keep pace with the proliferation of technology. Although recent
case law and legislative acts such as the Digital Millennium Copyright Act
(DMCA) 9 have addressed these issues as they apply to copyright law,
current law does not adequately protect trademark owners, especially in
light of increasing Intemet-based commerce.
This Article will discuss the background of grey market goods, the
licensing of trademarks, the rise of Internet-based commerce and resulting
variations of grey market goods, and will propose several new solutions for
3. Web site, available at http://www.ebay.com (last visited Dec. 31, 2002); see also
MIGUEL HELFT, TOWARD A PERFECT MARKET, INDUSTRY STANDARD (1999). The eBay web site
is an on-line marketplace that holds auctions for individual items that last various durations.
Sellers list their items bn eBay and agree to pay eBay a standard fee, depending on the selling
price of the item. Buyers browse eBay for free while searching for merchandise, and bid on
whatever merchandise they want. However, all buyers and sellers who use eBay must be
registered members. Registration is free, but requires some personal data of the registrant.
Controlling Policies ofeBay, availableat http://pages.ebay.com/services/tsindex.html (last visited
Dec. 31, 2002).
4. Amazon.com, available at http://www.amazon.com (last visited Dec. 31, 2002).
Amazon.com has both a regular Internet store in the traditional sense, in that they sell their own
goods, and an Internet auction site as well. Amazon.com has made it even easier to initiate
purchases between buyers and sellers, by acting as a middle person in collecting the money
directly from the buyer, and giving it directly to the seller. The buyer and seller never have to deal
with the potential problems of a financial transaction over the Internet, i.e. the buyer actually
makes payment, or the seller does not ship. Amazon.com sets up strict policies that market sellers
must abide by in order to use their services. Controlling Policies and Information About
Amazon.com, available at http://www.amazon.com/exec/obidos/subst/misc/company-info.html
(last visited Apr. 10, 2003).
5. Yahoo.com, availableat http://www.yahoo.com (last visited Dec. 31, 2002). This site
is very similar to eBay.com.
6. See generally ADAM COHEN, THE PERFECT STORE: INSIDE EBAY (2002).
7. See Marc S. Friedman& Lindsey H. Taylor, The DigitalMillennium CopyrightAct: New
Protectionsfor the ComputerAge, 157 N.J.L.J. 326 (1999).
8. Id. The authors consider the effects of the cassette recorder on recorded material, the
photocopier on printed material, and floppy disks on computer file material. See, e.g., Universal
City Studios, Inc. v. Sony Corp. of Am., 659 F.2d 963 (9th Cir. 1981) (holding that a fair use
exception exists for the video recording of previously copyrighted broadcast works).
9. 17 U.S.C.A. § 101 (2002).
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trademark holders when dealing with the problem of grey market goods in
a modem Intemet-based economy. However, it is important to note that
each issue discussed in the analysis could be an entire article in and of itself.
The goal of this Article is to identify and discuss the emerging problem of
grey market goods and Intemet-based commerce while proposing several
new and innovative strategies for trademark holders to deal with this
problem.
II. BACKGROUND

OF GREY MARKET GOODS

Any evaluation of current grey market issues must begin with an
understanding of the traditional public policy regarding the law of grey
market goods. The Lanham Act, 15 U.S.C.A. § 1124, controls much of the
ambit of grey market goods.' Manufacturers typically establish a
distribution system in which they license the manufacture or sale of their
trademarked products in specific foreign markets." Most of the time, this
distribution system works nearly flawlessly. However, problems often result
10. 15 U.S.C.A. § 1124 (2002). This section provides:
Except as provided in subsection (d) of section 526 of the Tariff Act of 1930, no
article of imported merchandise which shall copy or simulate the name of any
domestic manufacture, or manufacturer, or trader, or of any manufacturer or
trader located in any foreign country which, by treaty, convention, or law affords
similar privileges to citizens of the United States, or which shall copy or simulate
a trademark registered in accordance with the provisions of this Act or shall bear
a name or mark calculated to induce the public to believe that the article is
manufactured in the United States, or that it is manufactured in any foreign
country or locality other than the country or locality in which it is in fact
manufactured, shall be admitted to entry at any customhouse of the United States;
and, in order to aid the officers of the customs in enforcing this prohibition, any
domestic manufacturer or trader, and any foreign manufacturer or trader, who is
entitled under the provisions of a treaty, conviction, declaration, or agreement
between the United States and any foreign country to the advantages afforded by
law to citizens of the United States in respect to trademarks and commercial
names, may require his name and residence, and the name of the locality in
which his goods are manufactured, and a copy of the certificate of registration of
his trademark, issued in accordance with the provisions of this Act, to be
recorded in books which shall be kept for this purpose in the Department of the
Treasury, under such regulations as the Secretary of the Treasury shall prescribe,
and may furnish to the Department facsimiles of his name, the name of the
locality in which his goods are manufactured, or of his registered trademark, and
thereupon the Secretary of the Treasury shall cause one or more copies of the
same to be transmitted to each collector or other proper officer of customs.
11.

BEVERLY W. PATTISHALL ET AL., TRADEMARKS AND UNFAIR COMPETITION 325 (2000).
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when importers purchase these foreign licensed products and then import
them for domestic sale in the United States. 2 The negative consequences
of these sales include:
[that] these unauthorized goods often compete directly with goods
imported and sold by the manufacturer's authorized distributor. In
other instances, where the manufacturer has both domestic and
foreign production facilities, the parallel imports compete with
goods made domestically and intended only for domestic
distribution. A number of factors including fluctuations in market
conditions and currency exchange rates and disparities in costs,
services or wage scales, may enable the sale of grey market goods
at a price lower than that of authorized goods. 3
There are other negative consequences when grey market goods enter
the United States and compete with their domestic counterparts. If the
infringing device is electronic, it might not be made to U.S. standards. 4 It
might have been manufactured to operate at a different voltage level or
frequency. 5 Because the voltage standards are different in the United States
from those abroad, an imported grey market good may operate less
16
effectively in the United States, or worse, it may not operate at all.
Furthermore, these competing goods are also in competition with
companies who legitimately import the trademarked goods into the United
States. '7 The illegitimate importers are then reaping the benefits of services
such as printed brochures, catalogs, informational web sites and technical
support for which the legitimate importer is paying for.' 8
As a result of these negative and unwanted consequences, various
solutions are available for valid U.S. trademark holders. The U.S. Customs
Service can detain grey market goods in order to protect valid U.S.
trademark holders.' 9 However, trademark owners must specifically request
protection against the importation of grey market goods before the U.S.

12. Id.
13. Id.
14. George Peterson (Feb. 1, 2002), available at http://mixonline.com/ar/audiodark_
sidegray/ (last visited Dec. 31, 2002).
15. Id.
16. Id.
17. Id.
18. Id.
19. Steven S. Weiser & Ari L. Kaplan, Gray Markets GoodRegulationsAmended, N.Y.L.J.,
Apr. 26, 1999 (citing 19 U.S.C. § 1526(b) (2002); 19 C.F.R. § 133.23 (2002)).

JOURNAL OF TECHNOLOGYLAW&

POLICY

[Vol. 8

Customs Service can act.2" The U.S. Customs Service then will examine the
imported goods to determine whether they are physically and materially
different from those that the trademark owner has authorized for
importation.2 ' If the U.S. Customs Service determines that the imported
products are grey market goods, they will be detained.22
However, even when grey market goods are different from authorized
domestic goods, they may enter the United States if they bear a notice
stating that the product is not the product authorized by the U.S. trademark
holder for importation, but are physically and materially different from the
authorized domestic goods.23 Thus, the main problem here is that the rules
only protect U.S. citizens and corporations with validly registered U.S.
trademarks.24 As a result, foreign subsidiaries and corporations cannot be
stopped from grey market good infringement. Further, in the Internet
context, the U.S. Customs Service does not have access to the grey market
goods. This is because the seller ships directly to the buyer, usually at his
personal address.2 ' The Customs Service does not police individual
domestic mailboxes.
With traditional notions of legislative trademark law proving indecisive
at best, case law solutions to trademark problems become more relevant.
Courts have traditionally looked at the concept of grey market goods
through distinct property concepts.26 Under a universal rights scheme, a
mark has no territorial bounds, and ownership of the mark is depleted once
a product is sold.27 Alternatively, under a territorial rights scheme, the
registrant, or user of a mark, within each territory exclusively owns a
mark.2' However, these traditional schemes eventually resulted in the
development of a private property rationale for trademarks.29 This novel
rationale primarily focuses on the function of a trademark to channel profits
to the enterprise whose good will is associated with the mark.3 ° Hence, the
20. Id. In some instances, valid U.S. trademark holders must specifically identify infringing
goods ahead of time in order for them to be confiscated.
21. Id. This is an inexact process at best. Even the most astute inspector cannot distinguish
many of the subtle differences among legitimate goods and grey market goods.
22. Id.
23. Id.
24. Weiser & Kaplan, supra note 19 (emphasis added).

25. COHEN, supra note 6.
26. See generally Timothy H. Hiebert, Foundations of the Law of ParallelImportation:
Duality and Universalityin Nineteenth Century TrademarkLaw, 80 TRADEMARK REP. 483 (1990)

(These traditional views of intellectual property are more in line with the concept of real property
than current trends.).
27. Id. at 486.
28. Id.
29. Id. at 487.
30. Id.
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resultant contemporary trademark protection is based on the necessary
prevention of public deception.3 '
The evolution of case law as it applies to grey market trademark policy
was first addressed in Prestonettes, Inc. v. Coty.32 In Prestonettes, the
plaintiff manufactured scented powders and perfumes.33 The defendant
purchased the goods from the plaintiff, slightly modified them, and then
sold them in different containers of different sizes. 34 The plaintiff sued the
defendant to prevent use of the plaintiffs registered trademark on the
modified products. 35 The U.S. Supreme Court permitted the defendant to
sell the repackaged goods of the plaintiff provided that the defendant
labeled the products with a disclaimer to any connection with the plaintiff.36
The U.S. Supreme Court also held that the defendant had a right to change
and repackage the products from the plaintiffthat it had purchased, because
the defendant owned the plaintiff's products. 37 The defendant could thus
resell the modified productions from the plaintiff.38 The defendant could
also use the plaintiffs trademark to advertise that the plaintiffs
trademarked product was part of the repackaged and modified product sold
by the defendant. 39 The Court, in effect, created an accommodating giveand-take paradigm, in which potential infringers were given a wide berth in
which to operate.
Thus, the ground was laid for the genesis and eventual evolution of
modem case law as it applies to grey market trademark policy. However,
the current embodiment of grey market goods and trademark law was
solidified in Lever Brothers Co. v. UnitedStates.4 ° In Lever Brothers, the
plaintiff was a domestic manufacturer of soap and related products, while
the defendant was its British affiliate which also manufactured soap and
related products.4' The plaintiff sued the defendant, claiming that the
defendant was causing substantial consumer confusion by importing
products that, although physically distinct from the products sold by the
31. Hiebert, supranote 26. In other words, the primary goals of contemporary trademark law
are that of protecting a mark's goodwill and associated benefits from that goodwill, as well as
protecting the consumer. Both are goals that are particularly important when dealing with Internetbased commerce and grey market goods. Thus, the overall and original goal of trademark law is
to prevent consumer confusion.
32. See Prestonettes, Inc. v. Coty, 264 U.S. 359 (1924).
33. Id. at 366-67.
34. Id.
35. Id. at 367-69.
36. Id.
37. Prestonettes,264 U.S. at 367-69.
38. Id.
39. Id.
40. See Lever Bros. Co. v. United States, 299 U.S. App. D.C. 128 (D.C. Cir. 1993).
41.

Id. at 1331.
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plaintiff, still displayed the trademark belonging to the plaintiff.42 The
plaintiff also claimed that the defendant's importation violated the Lanham
Act, 15 U.S.C.A. § 1124. 4" The defendant claimed that the importation of
goods was allowed under the Lanham Act's affiliate exception provision,
created by 19 C.F.R. section 133.21.44 The defendant further argued that
42. Id. at 1331-32.

43. Id.; see also 15 U.S.C.A. § 1124. Again, this section essentially prohibits the
importation of goods bearing infringing marks.
44. 19 C.F.R. § 133.21 (2002). This section provides:
(a) Counterfeit trademark defined. A "counterfeit trademark" is a spurious
trademark that is identical to, or substantially indistinguishable from, a registered
trademark.
(b) Seizure. Any article of domestic or foreign manufacture imported into the
United States bearing a counterfeit trademark shall be seized and, in the absence
of the written consent of the trademark owner, forfeited for violation of the
customs laws.
(c) Notice to trademark owner. When merchandise is seized under this section,
Customs shall disclose to the owner of the trademark the following information,
if available, within 30 days, excluding weekends and holidays, of the date of the
notice of seizure:
(1) The date of importation;
(2) The port of entry;
(3) A description of the merchandise;
(4) The quantity involved;
(5) The name and address of the manufacturer;
.(6) The country of origin of the merchandise;
(7) The name and address of the exporter; and
(8) The name and address of the importer.
(d) Samples available to the trademark owner. At any time following seizure of
the merchandise, Customs may provide a sample of the suspect merchandise to
the owner of the trademark for examination, testing, or other use in pursuit of a
related private civil remedy for trademark infringement. To obtain a sample
under this section, the trademark/trade name owner must furnish Customs a bond
in the form and amount specified by the port director, conditioned to hold the
United States, its officers and employees, and the importer or owner of the
imported article harmless from any loss or damage resulting from the furnishing
of a sample by Customs to the trademark owner. Customs may demand the return
of the sample at any time. The owner must return the sample to Customs upon
demand or at the conclusion of the examination, testing, or other use in pursuit
of a related private civil remedy for trademark infringement. In the event that the
sample is damaged, destroyed, or lost while in the possession of the trademark
owner, the owner shall, in lieu of return of the sample, certify to Customs that:
"The sample described as [insert description] and provided pursuant to 19 CFR
133.21 (d)was (damaged/d'estroyed/lost) during examination, testing, or other use."
(e) Failure to make appropriate disposition. Unless the trademark owner, within
30 days of notification, provides written consent to importation of the articles,
exportation, entry after obliteration of the trademark, or other appropriate
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the restrictions could not be applied to affiliated companies.45 However, the
Court ruled in favor of the plaintiff, noting that the defendant had infringed
the mark belonging to the plaintiff.46 The Court also noted that the purpose
of the Lanham Act is the prohibition of trademark infringement, as well as
the prevention of consumer confusion, and thus supercedes any exception
for affiliated corporations."7 The current state of modem case law focuses
on prohibiting trademark infringement, and thus limits many of the original
concepts and rights set forth in early trademark case law. However, any
arising disputes would ideally be avoided by appropriate and substantive
licensing agreements.
III. LICENSING OF TRADEMARKS AND GREY MARKET GOODS

When applied to trademarks, a license is generally permission to use a
trademark in an area where the goods of the trademark holder are not well
known. This new area of commerce could be either geographic or market
specific, or possibly both.48 Thus, licensing provides a useful method for
valid U.S. trademark holders to raise revenue, while making their
trademarks more recognizable in new markets.
There are numerous other benefits to trademark holders when they
license trademarks. Licensing helps to avoid costly litigation and further
unintended consequences, since most dispute resolution is provided for in
the licensing agreement itself. Licensing also provides for marketing
innovations." For example, a properly executed license can expand and
reinforce the awareness of a trademark among consumers." This is done
through expanding advertising budgets via licenses as well as through
disposition, the articles shall be disposed of in accordance with § 133.52, subject
to the importer's right to petition for relief from the forfeiture under the
provisions of part 171 of this chapter.
45. Lever Bros., 299 U.S. App. D.C. at 1331-32. The defendant contended that the doctrine
essentially bars officially affiliated companies from seeking protection and punitive action from
each other regarding trademark infringement and related issues.
46. Id.at 1332-39.
47. Id.The district court's ruling also promulgates the notion of protecting a trademark's
goodwill, as well as that of consumer protection.
48. For example, a new geographic area of commerce would be if a U.S. tire manufacturer
licensed its tires for sale in Mexico. A new commercial market would be if the aforementioned
U.S. tire manufacturer licensed its trademark to be used on a line of toy blimps sold in the United
States. A cornbination of the two would be if the licensed toy blimps were sold in Mexico.
49. Allen Feldman, What Every Trademark Attorney Should Know About Business
Motivations to License, 86 TRADEMARK REP. 47, 47 (1996).
50. Id.at 48.
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improving trade awareness and presence in the marketplace."' Licensing
also allows a trademark to expand beyond its core business realm, while
also enhancing the image and exposure of the trademark5 2 Licensing also
provides financial incentives53 and income growth due to royalties and
sales.5 4 Finally, there are other strategic factors to consider when
licensing. 5 Licensing helps eliminate barriers to entry in other markets,
creates strategic relationships with other companies, as well as helps expand
resource bases into new markets.5 6 However, given the global impact of the
Internet, special consideration must be given to the international licensing
of trademarks in today's modem global economy.
The international licensing of trademarks presents challenges to the
trademark owner not encountered in domestic licensing. 7 Notwithstanding
the variety of trademark schemes found throughout the world that offer
protection from and remedies for trademark infringement, there are many
areas of concern. Chief among these concerns is the enforcement of
territorial restrictions on licensees. 9 The main problem with grey market
goods is that they somehow find their way into other countries where either
a licensor is already selling the same goods, there are other licensees, or the
goods have not yet been marketed. 60 Thus, while the grey market goods are
not directly infringing, such as counterfeit goods, they create numerous
problems from an international commercial perspective. 6 ' When grey
market goods enter another market it becomes difficult to maintain
consistent price schemes, as well as to assure quality standards among the
countries where the goods are marketed. 62 This problem is compounded in
countries that are members of free trade areas, where trade agreements
assure the free movement of goods among member countries. 63 The
problem of grey market goods obviously becomes more acute in a truly
international context. Hence, any viable licensing agreement must take
internationally-related concerns into account. Unfortunately, even the best
51. Id.
52. Id. at 49-50.
53. Id. at 47.
54. Feldman, supra note 49, at 47-50.
55. Id.
56. Id.
57. Michael A. Ugolini, Gray-Market Goods Under the Agreement on Trade-Related
Aspects of IntellectualProperty Rights, 12 TRANSNAT'L LAW. 451, 451-52 (1999).
58. Id. at451.
59. Id. at 452.
60. Id.
61. Id. at 452-53.
62. Ugolini, supranote 57, at 452-53.
63. Id. at 452.

20031
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license can be prone to errors, especially in an international context. Case
law has stepped in to provide guidance in areas where license agreements
and statutory interpretations have failed.
Although there is no particular touchstone case in this area of law, there
are some cases that clearly outline contemporary licensing and grey market
goods, particularly in an international context. A prime example of licensing
64 In Appalachian, the
trademarks is AppalachianArtworks v. Granada.
plaintiff had a registered U.S. trademark for dolls, and manufactured and
sold dolls in the United States." The plaintiff had licensed several foreign
companies to manufacture and sell a type of its dolls in specified areas
outside of the United States.66 The defendant imported and sold dolls in the
United States featuring the trademark belonging to the plaintiff.67 The
imported dolls were made by one of the foreign licensees associated with
the plaintiff.68 The plaintiff presented evidence that revealed there was
massive consumer confusion with the imported dolls. 69 Accordingly, the
plaintiff sued defendant for trademark infringement.70 In finding for the
plaintiff, the Court held that the defendant's domestic sale of the imported
dolls caused public confusion with the authentic dolls, which damaged the
plaintiff s reputation and goodwill. 7 The Court emphasized the right of the
plaintiff to protect itself against the sale of the imported dolls due to the
dolls' infringing nature.72 Thus, as illustrated in Appalachian,case law and
judicial interpretation emphasized the express contract enforcement of
licensing agreements as well as provided for a distinct public interest
protection. However, even the most pragmatic case law is woefully
insufficient and untimely in light of the prodigious growth ofInternet-based
commerce and the problem of grey market goods. This case illustrates the
potential problems that occur when grey market goods conflict with their
domestic counterparts.

64. See Original Appalachian Artworks, Inc. v. Granada Elects., Inc., 640 F. Supp. 928
(S.D.N.Y. 1986). Here the controversy was over the famed Cabbage Patch Kid Doll. The plaintiff
owned the trademark for the doll, while the defendant imported versions of the doll with Spanish
livery to the United States.
65. Id. at 929-30.
66. Id. at 929-33.
67. Id. at 931-32.
68. Id.
69. Original Appalachian Artworks, 640 F. Supp. at 931-32.
70. Id. at 932-33.
71. Id. Once again, protection of a trademark's goodwill, as well as consumer protection is
at the forefront of the district court's reasoning.
72. Id.
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IV. THE RISE OF THE INTERNET E-COMMERCE AND GREY MARKET
GOODS VIOLATIONS THROUGH INTERNET USE

Grey market goods have traditionally been the province of such areas
as import/export companies, major ports of entry, concentrated
neighborhoods in large cities, large retail outlet centers, and the
like. However, in the present technologically driven world, the problem of
grey market goods has become as widespread as the Internet itself. The
Internet not only facilitates the exchange of information, but also the spread
of retail goods. Web sites such as eBay.com and Yahoo.com actively allow
goods from one country or region to enter the United States. The Internet
also facilitates the movement ofgrey market goods from one location in the
United States, perhaps a traditional grey market realm, to another.
Since its inception as a military tool in the early 1970s, the Internet has
experienced unprecedented success.7 3 No other technological innovation
has had such a widespread and profound impact on civilization as the
Internet. The Internet has revolutionized how society exchanges
information, gets its news, and communicates. It has also revolutionized the
global economy. With so much attention given to other Internet-related
legal concepts, such as copyright and First Amendment issues, the areas of
grey market goods, trademarks, and commerce have been overlooked.
Society has seen a revolution in global e-commerce. If information
moves at the speed of light, it now seems that tangible goods do as
well. Huge multi-billion dollar corporations such as Amazon.com, which
have evolved over the last few years, focus substantially on selling new
goods and services over the Internet. Traditional brick and mortar retailers
from nearly every realm have also turned to the Internet to sell their new
goods and services. In addition to the sale of traditional retail goods, other
web sites have sprouted up to take advantage of both secondary and resale
markets. These include such web sites as eBay.com and Yahoo.com. The
focus of these sites is to match sellers with buyers in an effort to facilitate
commerce and the free flow of goods. In the process however, these sites
have turned record numbers of sales and profits. In 2001, eBay.com
reported revenue of $749 million.7'
Internet auction web sites pose a threat to manufacturers because the
web site transactions typically involve two private parties, neither of which
is the actual manufacturer.75 Fraudulent transactions are commonplace and
73. See generally KATIE HAFNER & MArrHEW LYON, WHERE WIZARDS STAY UP LATE: THE
ORIGINS OF THE INTERNET (1998).
74. COHEN, supra note 6.
75. Alvin Galstian, ProtectingAgainstthe Gray Market in the New Economy, 22 LoY. L.A.
INT'L & Comp. L. REV. 507, 514 (1999).

A PARALLEL PROBLEM: GREYMARKETGOODSAND

THE INTERNET

quality warranties are basically nonexistent.76 The development of digital
intelligent agents, which provide consumers with a direct connection to
resellers, pose a greater threat to manufacturers." These intelligent agents
search thousands of sellers simultaneously looking for a particular
product.7" They usually retrieve matching products from every region in the
United States, and often from foreign countries as well.79
Accordingly, cottage industries and smaller business ventures have also
appeared, with each using the Internet as a moneymaking tool. Using
proprietary web sites such as eBay.com, these entrepreneurs buy and sell
both new and used merchandise using the Internet. Manufacturers not only
face professional sellers of grey market products, but they also face
everyday laypersons who purchase high-demand products intending to
resell them on the grey market.80
Thus, these Internet merchants usually provide for efficient and cheap
trade. There are usually no questions asked, and Internet merchants accept
a variety ofconvenient payment forms. The system works nearly flawlessly
for used merchandise and services. However, problems often arise when
new products are sold on the Internet in this same manner. For example,
suppose an American consumer wants to buy a popular shirt from a
manufacturer/retailer such as Abercrombie and Fitch." The first option of
the consumer is to go to the local retailer and purchase the shirt. However,
the consumer may live in a remote area without a retail store nearby or,
perhaps the consumer may not wish to travel to the local retail store.
Abercrombie and Fitch, like most manufacturer/retailers, has a catalog as
well as a corporate web site 2 where it sells retail goods. Hence, the
consumer can choose to purchase the shirt from the official
manufacturer/retailer through remote means via catalog or the official
Internet web site.
Problems arise when consumers are presented with alternative, nonlicensed retailers as options. Here, the consumer can go to the
76. Id.
77. Id. at 514-16.
78. Id.; e.g., Pricewatch, available at http://www.pricewatch.com (last visited Apr. 10,

2003) (for an example of a digital intelligence agent web site).
79. Id.
80. Saeed Shah, ParallelTraders Choose to Play Role of Consumers' Favourite,TIMES
(London), Feb. 26, 1999, at 35.

81. Abercrombie & Fitch isa popular retail-clothing outfitter with stores all over the world.
One of the benchmark cases in trademark law concerned an Abercrombie trademark. The case sets
forth the spectrum of distinctiveness used to assess the strength of a trademark. See Abercrombie
& Fitch Co. v. Hunting World, Inc., 537 F.2d 4 (2d Cir. 1976).
82. Abercrombie.com, available at http://www.abercrombie.com (last visited Mai. 20,
2003).
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aforementioned web sites that take advantage of the secondary market. The
consumer can buy an identical or nearly identical Abercrombie and Fitch
shirt for much less than from either the retail store, the retailer's catalog, or
the retailer's web site. In reality, there is a high probability that this discount
shirt may be a grey market good. 3
The reality of the situation is that proprietary merchants and individuals
usually either import these shirts from abroad or purchase them from other
regions in the United States at a substantial discount to the going rate
where the consumer is located. This is primarily due to factors such as
currency exchange rates, pricing, and sales by the authentic
manufacturer/retailer. Thus, although the consumer gets the shirt for a
discount, the damage has been done. The U.S. division ofAbercrombie and
Fitch is denied a valid sale, the appropriate state and local government is
denied valuable sales tax, the consumer is left with a shirt that may not be
of the same domestic quality, and the product surely lacks warranty
protection and guarantees.
In such a novel area of law, legislation and case law have been slow to
develop. Courts are somewhat unsure of how to handle this amalgam of
legal topics. When they do so, they only handle issues on a piecemeal basis.
However, A. V By Versace v. Gianni Versace, 84 represents a new wave of
cases dealing with grey market goods which the Internet has influenced. In
Versace, the surname of the defendant and its products were the same as
the name of the plaintiff, its registered U.S. trademark, and its products. 5
The plaintiff had previously obtained an injunction in order to prevent the
defendant from selling his goods without a disclaimer.8 6 In Versace, the
plaintiff claimed that the designer continued to violate the injunction. 7 In
deciding the case, the district court found that the defendant was involved
in the sale of grey market and counterfeit goods that omitted the
disclaimer.8 8
However, it is the emphasis that the district court placed on the use of
the Internet by the defendant that is novel here. 89 The district court noted
that the defendant marketed products over the Internet using the plaintiff's
trademarks.90 The district court also noted that the defendant had failed to
83. See Patricia J. Stirling, Comment, Demystifying the Grey Market: a Practitioner's
Guide, 28 GONZ. L. REV. 291, 292 (1992). Annual U.S. grey market sales exceed $10 billion. Id.
84. A.V. by Versace, Inc. v. Gianni Versace, S.p.A., 2002 U.S. Dist. LEXIS 16323
(S.D.N.Y. 2002).
85. Id. at 2-5.
86. Id. at 5-8.
87. Id.
88. Id. at 7-16.
89. Versace, 2002 U.S. Dist. LEXIS 16323, at 11-14.
90. Id.

A PARALLEL PROBLEM: GREY MARKET GOODS AND THE INTERNET

follow the order of the district court to prevent infringing commercial
activities as well as the fact that the defendant offered no credible evidence
that the retail web sites in question were beyond its control. 9' The district
court held that the plaintiff was entitled to any profits made in violation of
the injunction and through use of the Internet.92 The district court
effectively and substantively addressed the impact of a defendant using the
Internet to facilitate the spread of grey market goods in the United States.
Clearly, this is a step in the right direction, albeit a novel one.
V. JUDICIAL SOLUTIONS FOR TRADEMARK HOLDERS IN DEALING WITH
GREY MARKET GOODS

Accordingly with case law, legislative solutions, and other measures still
lagging behind, what solutions are available to valid U.S. trademark holders
to protect them from distribution of grey market goods over the Internet?
The Internet is obviously too broad and too expansive for complete
regulation. Regulation of the Internet in other capacities, besides the grey
market phenomena, has also proved to be difficult. 93
There are various solutions for valid U.S. trademark holders. But there
are two main factors at work here. Public policy and traditional notions of
law provide that the primary goal of contemporary trademark law is that of
protecting the goodwill of a mark and its associated benefits, as well as
protecting the consumer.94 However, contemporary U.S. trademark holders
also are especially weary of the loss of quality control of a trademark.95
This loss of quality control puts the goodwill of the trademark and the
associated goods in jeopardy.
The first and most obvious solution for trademark holders is
enforcement via lawsuits. This has been the leading and preferred remedy
for copyright violations on the Internet. However, in the realm of copyright
law, cases like A&M Records, Inc. v. Napster, Inc.96 prove that one can
figuratively win the battle, but lose the war. In Napster, an amalgam of
record industry companies and other valid copyright holders pooled their
91. Id. at 27-30.
92. Id. at 32-44.
93. The scope of pending case law and regulations regarding the Internet is virtually
inexhaustible, with issues ranging from pornography, to free speech, to personal jurisdiction
issues.
94. Hiebert, supra note 26.
95. Id. This situation is especially acute in today's global marketplace, wherein U.S.
trademark holders tend to seek as broad a dispersion of their mark as possible, without losing a
sense of control over the mark or quality.
96. See A&M Records, Inc. v. Napster, Inc., 284 F.3d 1091 (9th Cir. 2002).
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resources and sued Napster, Inc. seeking an injunction and restitution for
copyright infringement.97 The circuit court held that Napster was liable for
contributory infringement for facilitating the distribution of copyrighted
material.98 As a result, Napster attempted to reach a licensing deal with the
record companies in order to remain in business; this attempt ultimately
failed. However, this proved to be a somewhat hollow victory for copyright
holders. Although Napster, Inc. was shutdown and subsequently went into
bankruptcy, numerous other web sites now provide the same services and
content that Napster once provided." Thus, the problem illustrated in
Napster will endure for years to come unless a more effective solution can
be devised.
The same scenario can be said of trademarks and grey market goods.
Acute legal action like that seen in A. V By Versace v. Gianni Versace0 0
could be a viable option in combating the problem of grey market goods
violations facilitated by the Internet. A group of U.S. trademark holders
could pool their resources together and seek a class action suit against grey
market facilitators, such as eBay.com, and individual infringing merchants.
In theory, Versace provides that the infringing web sites should be shut
down and restitution should be provided to the valid U.S. trademark
holders.' 0 ' Additionally, this certainly would serve the public policy interest
by protecting consumers from being confused by potentially inferior goods.
This course of action would also certainly protect the goodwill of U.S.
trademark holders, and would also protect trademark quality. However, this
scenario is costly to say the least. Not only would the legal fees and time
invested in a lawsuit of this type be enormous, but also the loss ofjobs and
the loss of billions of dollars ofrevenue to both the United States and world
economy would be devastating. Additionally, other more furtive web sites
and merchants would undoubtedly take over and continue to sell grey
market goods in violation of case law.
In the recent case of Hendrickson v. eBay,'0 2 eBay won a victory in the
copyright and trademark context, which may have far-reaching
97. Id. at 1095-96. The Napster system facilitated the peer to peer sharing of copyrighted
music and other material. A user would input a query into the Napster on-line server, and would
be matched up with another user who had the sought material in their possession. The Napster
system would then act as an intermediary while the material was exchanged.
98. Id. at 1099.
99. Services such as WinMX and Morpheus now offer direct peer-to-peer material exchange
with no intermediary server needed. E.g., WinMX, available at http://www.winmx.com (last
visited Apr. 10, 2003).
100. See A.N. by Versace, Inc. v. Gianni Versace, S.p.A., 2002 U.S. Dist. LEXIS 16323
(S.D.N.Y. 2002).
101. Id.
102. Hendrickson v. eBay, Inc., 165 F. Supp. 2d 1082 (C.D. Cal. 2001).
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consequences for those trying to protect their intellectual property rights.
In that case the plaintiff was a copyright owner of a movie.'13 The plaintiff
sued eBay for both copyright infringement and a Lanham Act violation.4
The plaintiff alleged that eBay was selling illegal copies of his copyrighted
movie on their web site.'0 5 The district court looked at the issue of whether
eBay could be held secondarily liable for providing the selling platform and
services that it provided to sellers of counterfeit copies of the film
"Manson."' 6 The district court found that the plaintiff did not comply with
the requirements of the DMCA,' 7 and therefore, could not hold eBay liable
for contributory infringement.'08 In its defense, eBay claimed that it did not
have either actual or constructive knowledge about the infringing items for
sale despite the fact that employees at eBay had received notice from the
copyright holder.'09 The district court stated, "the limited information that
Plaintiff provided to eBay cannot, as a matter of law, establish actual or
constructive knowledge that particular listings were involved in infringing
activity."" The district court also emphasized that the actual financial
transaction occurred off-line and not within the web site of eBay."' The
district court further emphasized that eBay lacked the requisite control
needed to be liable for infringement." 2
The plaintiff also claimed that eBay violated his rights under the Lanham
Act. This claim was premised on a printer-publisher liability for trademark
and trade dress infringement." 3 The district court held that because eBay
is an innocent infringer, the remedy for the plaintiff was limited to an
injunction against any future publication or transmission of the infringing

103.
104.
105.
106.
107.
108.

Id. at 1084.
Id. at 1083.
Id. at 1084. The plaintiff was the owner of the copyright for the documentary "Manson."
Id.at 1087.
See 17 U.S.C.A. § 101 (2002).
Hendrickson, 165 F. Supp. 2d at 1092. The district court stated that,
the record in this case shows that proper identification under [17 U.S.C. §]
512(c)(3)(A)(iii) should include the specific item numbers of the listings that are
allegedly offering pirated copies of "Manson" for sale. It is undisputed that
Plaintiff refused to provide specific item numbers of problematic listings before
filing suit. Accordingly, the Court holds that Plaintiff failed to comply
substantially with Section 512(c)(3)'s identification requirement.

109.
110.
11.
112.
I13.

Id. at 1093.
Id.
Id. at 1094.
Id.
Hendrickson, 165 F. Supp. 2d at 1095.

JOURNAL OF TECHNOLOGY LAW & POLICY

[Vol. 8

advertisements on eBay." 4 Thus, this case almost solidifies the dark
prospects of a judicial victory for trademark holders against such alleged
violators.

VI. CONTRIBUTORY INFRINGEMENT CLAIMS, ON THE INTERNET AND OFF

The Internet is unique in that it has eliminated geographic as well as
financial borders. Courts first struggled to ascertain the boundaries of
personal jurisdiction in a medium where a person or company could be at
once everywhere and at the same time nowhere." 5 Furthermore, litigation
on such a grand scale targeted at the individual purchasers and sellers of the
grey market goods would be an almost impossible feat. Napster"6 was
effective because a coalition of the copyright holders pooled their assets in
order to stop the web site from contributing to the infringement of their
copyrights."' In applying the strategy of Napster to the present problem,
the inadequacies are immediately evident. First of all, remotely proving
whether something is a grey market good or not is more complicated than
ascertaining whether a song is copyrighted and being infringed. Secondly,
many companies have varying policies regarding what foreign-produced
goods may enter the United States. Although going after the web sites that
operate an electronic market for the sale of tangible goods would be the
most direct solution, litigation would probably prove futile.
According to Inwood Laboratories,"8 a claim for contributory
infringement in the trademark context can only occur when 1)the defendant
intentionally induced infringement and 2) the defendant supplied the
product used to infringe with actual knowledge of infringement.19
Trademark owners, ideally, would like to impose a duty on operators of
auction houses, flea markets, and their Internet counterparts.120 However,
114. Id.
115. Jurisdiction is a dynamic aspect of the law, with issues changing on a regular basis. See,
e.g., Inset Sys., Inc. v. Instruction Set, Inc., 937 F. Supp 161; Bensusan Rest. Corp. v. King, 937
F. Supp 295 (S.D.N.Y.), aff'd 126 F.3d 25 (2d Cir. 1997); Zippo Mfg. v. Zippo Dot Com, Inc.,
952 F. Supp. 1119 (W.D. Pa. 1997); Compuserve, Inc. v. Patterson, 89 F.3d 1257 (6th Cir. 1996)
(each discussing jurisdiction related to Internet issues).
116. A&M Records, Inc. v. Napster, Inc., 284 F.3d 1091 (9th Cir. 2002).
117. Id.
118. See Inwood Labs., Inc. v. Ives Labs., Inc., 456 U.S. 844 (1982).
119. Id.at 854-56.
120. Companies such as Microsoft are attempting to impose a duty on Internet auction web
sites such as eBay. For instance, Microsoft is cracking down on individuals using eBay's services
to sell pirated software. Nancy Anderson, senior corporate attorney at Microsoft stated, "We've
got experts who know the kinds of attributes that go with counterfeit products and they will be
monitoring the sites and preparing lists of auctions that we believe to be based on counterfeit
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there is no legal duty in the law that mandates a responsibility of operators
to continually check their markets for infringing products. The only way to
get closer to imposing a duty would be to continually police the markets,
and continually notify the owner of the sale of infringing goods. However,
under Inwood Laboratories,2 1 you must actually supply a product to be
liable for contributory infringement. Internet sites would argue that they do
not supply any product whatsoever. They would argue that they are more
akin to a landlord who leases space for a seller to sell his goods.
Furthermore, in the context of grey market goods, the goods actually have
a valid and legal trademark. The only way to even proceed with a claim of
contributory infringement would be if the plaintiff first asserts that the
goods at issue are so materially different from the goods sold domestically
22
that they should be excludable as validly trademarked goods. 1
VII. LEGISLATIVE SOLUTIONS FOR TRADEMARK HOLDERS
IN DEALING WITH GREY MARKET GOODS

With traditional notions of trademark law and case law proving
indecisive, legislative solutions to trademark problems become more
relevant. The Lanham Act serves as the governing document for trademark
law in the United States; however, the act was originally ratified in 1946.123
Although it has been updated throughout the years, the Lanham Act fails
to take into account the increasing dynamics of technology in society. To
date, the U.S. Congress has not adopted legislation that deals with the
problem of emergent technologies and trademark law. Other legislation,
besides the Lanham Act, is applicable to grey market goods as well. One
such act is the Tariff Act of 1930, which prohibits the importation of any
foreign-made product bearing a U.S. registered trademark. 24 One of the
goals of the act is to protect product manufacturers from "unfair methods

products." When Microsoft finds these counterfeiters, it will compile lists and notify eBay of the
infringers. Margaret Kane, MS ConcernedAbouteBay Items, ZDNET NEWS, at http://zdnet.com.
com/2100-11-513869.html?legacy=zdnn (last visited Apr. 29, 2003).
121. Inwood Labs., 456 U.S. at 854.
122. 19 U.S.C.A. § 1337(c) (2002).
123. See generally 15 U.S.C.A. §§ 1051-1127 (2002). See also Lever Bros. Co. v. United
States, 981 F.2d, .1330, 1333-39 (D.C. Cir. 1993) (discussing and analyzing the legislative history
of § 1124 of the Lanham Act).
124. 19 U.S.C.A. § 1526(a) (2002).
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of competition in the importation or sale of products that infringe a U.S.
intellectual property right causing substantial injury to a U.S. industry."' 25
However, the U.S. Congress has adopted legislation that deals with the
problem of emergent technologies and copyright law. The DMCA was
enacted in 1998, and serves to amend the Copyright Act of 1976 by
providing for technological issues in copyright law and filling in existing26
gaps in copyright law created by digital and computer technology.
Through the DMCA, the U.S. Congress has acknowledged the increasing
use of digital technology in society and has confronted the increasing rate
of obsolescence in law. 27 Thus, the DMCA represents an effort to bring
copyright law up to date with technology. 2 This legislation is illustrative
of the recognition of the new problems and intricacies that the digital age
presents.
The DMCA includes anti-circumvention provisions that address
technological protection and management systems for copyrighted works,
which make it illegal to circumvent a technological measure that effectively
controls access to a copyrighted work. 29 This sort of provision pertaining
to trademark law would be ideal. In a way, sellers of grey market goods on
auction web sites are circumventing the trademark laws. Interestingly, other
provisions in the DMCA provide a safe harbor from copyright infringement
liability for Internet service providers that meet the criteria in the statute. 30
However, major sections of the DMCA seem to overlook many
traditional aspects of copyright law. The main focus of the DMCA is to
promote the legal benefits of technological protection by imposing
significant civil and criminal penalties on those who circumvent or aid in the
circumvention of technological barriers designed to protect copyrighted
works.' 3' Because the DMCA is designed to apply to new and
emerging technology, several of its provisions assess the impact of the law
on traditional fair uses of copyrighted materials and recommend exceptions
or exemptions to the provisions. 32 There would be no such equivalent
provision in a similar law regarding trademarks, for there could be no
provision allowing for the fair use of imported grey market goods. A
125. James L. Bikoffet al, TrademarksMay ThwartGray MarketImporters: Manufacturers
Hurt by Recent Supreme Court CopyrightRuling May Turn to TrademarkLaws, 10 INT'L Q. 214,

215 (1998).
126. Friedman & Taylor, supra note 7.
127. Id.
128. Id.
129. Id.
130. Id.
131. Gerald J.Ferguson & Thomas A. Guida, Building a New ProfitModelfor DigitalVisual
Content, N.Y.L.J., Sept. 17,.2001.
132. Friedman & Taylor, supra note 7.
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Digital Millennium Trademark Act would need to be viable yet dynamic,
proving for the dual function of protecting the trademark owner's goodwill,
along with the overriding concern of consumer protection. However, a law
akin to the DCMA for trademarks would be a daunting task given the
complex and dynamic nature of the problem.
Another option would be to enact consumer laws similar to certain state
consumer protection laws. 33
' States such as New York and California have
enacted grey market consumer protection laws.'34 The laws require that a
third-party seller of grey market goods must post multiple disclosures in a
conspicuous manner.'35 These disclosures must include: 1) the
inapplicability of the warranty of the manufacturer, 2) the incompatibility
of electric current or broadcast frequencies with U.S. standards, 3) the
unavailability ofreplacement parts, 4) the unavailability of product manuals
in English, and 5) any other relevant product nonconformities known to the
seller. 136 Dealers who do not make those disclosures are liable to the
consumer to give them a refund or credit. 31 One way this could be
implemented in the context of the Internet auction would be to require
individual sellers to conspicuously display a disclosure that the goods are
grey market goods. However, web sites such as eBay have no way of
knowing whether the individual sellers are selling grey market goods.
Therefore, the enforcement of this law would come only after the buyer
receives the item and notices that it is of inferior quality. However, a buyer
who has never bought other goods from the same manufacturer might not
be able to determine whether the product is of inferior quality. Only if the
buyer realizes the good is a grey market good could he then invoke the law
and demand a refund or credit for his purchase. Thus, although this solution
seeks to protect the consumer, it is virtually impossible to implement in a
convincing manner. Additionally, this method would prove somewhat
costly to the trademark holder.
VIII. INDUSTRY BASED SOLUTIONS FOR TRADEMARK HOLDERS
IN DEALING WITH GREY MARKET GOODS

Another possible solution is through internal industry action. Valid U.S.
trademark holders essentially have two viable, yet, somewhat undesirable
and costly options. The first is .that the trademark holders can make very
133. Galstian, supra note 75, at 528-29.
134. Id.
135. See id. (citing N.Y. Gen. Bus. Law 218-aa (1997); CAL. CIV. CODE §§ 1797.8-1797.82
(West 1998)).
136. Id. (citing CAL. CIV. CODE § 1797.81).
137. Id.
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different goods for different markets. 3 For example, different logos, trade
names and marks, and livery can be used in each distinct market in which
goods are sold. This method would essentially eliminate consumer
confusion and loss of the goodwill of a trademark. However this proposal
is extremely costly in both resources and time invested to market new
trademarks. Also, this proposal does not prevent grey market goods from
reaching the United States. The other industry driven solution would be to
change the economics of the grey market problem by either lowering
domestic prices or raising international prices.' 39 Again, this seems like a
less desirable solution due to the cost to trademark holders, and the lack of
choice and equity consumers will be left with.
IX. LICENSING, A DYNAMIC SOLUTION FOR TRADEMARK HOLDERS
IN DEALING WITH GREY MARKET GOODS

A dynamic solution is required for this complex problem. Litigation
under a contributory infringement claim with the auction web sites seems
fruitless. The most practical and ultimate answer lies in the realm of
licensing. Herein, web sites and merchants who sell new merchandise
featuring registered U.S. trademarks on the Internet would have to pay a
licensing fee to the affected valid U.S. trademark holders. The most
probable form would be a small fee for each transaction, most likely no
more than a small percentage of the total sale. Alternatively, larger
merchants may be able to pay a larger one-time licensing fee if possible.
Thus, the valid U.S. trademark holders could be paid a small fee for each
sale made on the Internet. Although somewhat unorthodox, the other
aforementioned potential schemes do not really seem viable.
Under this scheme, everyone gets something, as opposed to one party
getting nothing. The consumer gets a lower price, the proprietary web site
gets its normal transaction fee, the merchant still makes its profit, and the
valid U.S. trademark holder gets something, as opposed to being left in the
dark. This would also put trademark owners on notice of foreign-produced
goods entering the United States. It would give them the ability to track,
on a broader scale, their grey market goods and put them in a better
position to lobby for new laws. In the interim, it would, at a minimum,

138. Maureen M. Cyr, Note, Determining the Scope of a Copyright Owner's Right to Bar
Imports: L'Anza Research International, Inc. v. Quality King Distributors, 73 WASH. L. REV. 81,
101 (1998); see Societe Des Produits Nestle, S.A. v. Casa Helvetia, Inc., 982 F.2d 633, 638 (1st
Cir. 1992) (discussing the many problems of producing materially different foreign goods).
139. Cyr, supranote 138, at 101.
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allow trademark owners to receive a profit for their goods sold. 40
Accordingly, in order for this scheme to work, the major reputable web
sites and merchants would have to agree. Potential rogue web sites and
merchants could slip through the cracks; however, acquiescence to the
system would be more advisable than facing the complexity of a lawsuit
from an opponent with superior funding, which was the case in Versace.",
It is important to note that schemes like this have worked in the past with
other emerging
technological issues involving intellectual property and
4
licensing.1 1
In looking at the traditional factors of trademark protection, consumer
interests are definitely protected. The interests of a U.S. trademark holder
are also protected since the rogue goods can be tracked and accounted for.
The revenue raised from licensed sales can also be used towards finding a
more viable, perhaps judicial solution, to this complex problem. For the
meantime, the term to bear in mind is compromise. No solution is perfect
for this burgeoning problem. However, one only needs to look at Napster
and its progeny of Internet music web sites to see what not to do. The
record industry is losing millions per year because they are unwilling to
compromise and find a middle ground. A compulsory license would provide
a viable middle ground for U.S. trademark holders to strive for, at least
until a better solution is found.

X. CONCLUSION

Technology proliferation and evolution move much faster than the
judiciary and the legislature, as does international commerce and the free
flow of goods among nations. Courts seem to take tenuous, stopgap
140. Critics may also cite the issue of loss of goodwill and trademark quality. Although this
could be a problem, in all likelihood it would probably prove immaterial. Merchants would simply
straightforwardly state that the goods being sold are grey market goods and may not be up to
domestic quality, and may not be endorsed, warranteed, or supported by the valid U.S. trademark
holder. Thus caveat emptor applies, and the consumer is on notice before the transaction ever
takes place.
141. Some critics may also argue that merchants on eBay and related sites may just hide the
fact that they are selling new grey market goods by calling them "used" goods, thus bypassing a
"new merchandise" licensing program. However, this argument is spurious. On-line merchants
generate much more revenue per "new" item versus the revenue derived from a similar "used"
item. Thus it would be in a proprietary merchant's best interest to classify his good as new,
receive much more money from the consumer via a sale, and then pay a small part of that larger
revenue to the U.S. trademark holder. See COHEN, supra note 6.
142. For example, authors now contract their electronic rights. Holders to song rights are paid
royalties through revenue sharing and licensing schemes, like BMI. Information about BMI,
available at http://www.BMI.com/about/index.asp (last visited Apr. 10, 2003).
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measures by not establishing strong precedent for emerging technological
grey market good trademark infringement questions. Again, maybe this is
an issue best left to the legislature or commercial forces.
With technology permeating every facet of life, intellectual property,
and in particular trademark issues, are more prevalent and consequential
than ever in the United States. Over time legal systems react to new
143
technologies by either creating new laws or by redefining existing ones.
The primary focus of modem trademark law.should be to allow valid U.S.
trademark holders to reap the economic benefits of trademark ownership
protected by traditional trademark principles through technological controls
and licensing agreements that identify and utilize the distribution of goods
via technology. 144 Such provisions seem beyond the ambit of the current
law. Thus, the importance of accurately defining trademark rights and
license grants when trademarked goods are sold or licensed is paramount
in contemporary trademark law. Legislative provisions and contractual
provisions like licenses can only go so far on their own merits without
judicial assistance. Thus, an effective and informed active judiciary,' ' as
illustrated by the Versace court, is a necessary tool of ensuring a viable
trademark system. However, creativity and cooperation among U.S.
trademark holders and purveyors of technology and commerce is key as
well.

143. Jonathan Bick, Applying Copyright Law on the Internet, 157 N.J.L.J. 314 (1999).
144. Id.
145. See, e.g., Bleistein v. Donaldson Lithographing Co., 188 U.S. 239, 239-41 (1903)
(Holmes, J.). (noting that years of technological development had made the need for judicial
creativity acute in intellectual property law). This is a firm step in the direction of judicial
activism as opposed to judicial restraint with respect to intellectual property.

